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A. REGISTRANT IDENTIFICATION
NAME OF BROKER-DEALER Peraza Capital and Investments, LLC OFFICIAL USE ONLY
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.”
3300 Henderson Blvd; Suite 105
(No. and Street)
Tampa Florida 33609
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO QONTACT INREGARD TO THIS REPORT

Sam Lewis (813) 874-0346

(Area Code - Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT (Whose opinion is contained in this Report*

Dowell & Perez, P.A.
201 East Kennedy Blvd; Suite 1950  Tampa Florida 33602
(Address) (City) (State) (Zip)

CHECK ONE:

[x] Certified Public Accountan! /RQCESSED

[]  Public Accountant AP
[] Accountant not resident in United States or any of its possessions R 28 2003
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* Claims for exemption from the requirement that the annual report be covered by the opinion of ai
independent public accountant must be supported by a statement of facts and circumstances relied or
at the bureau of the exemption. See section 240.17a-5(e)(2)



Oath or Affirmation

I, SAM LEWIS , swear (or affirm) that, to the best of my knowledge
and belief, the accompanying financial statementS and supporting schedule pertaining to the firm of
PERAZA CAPITAL AND INVESTMENTS. LLC, as of DECEMBER 31, 2002, are true and correct.
[ further swear (or affirm) that neither the Company nor any partner, proprietor, principal officer, or
director has any proprietary interest in any account classified solely as that of a customer.

e

. Signature
Subscribed and sworn /I! @ ] . CP

to before me this Title

A5#  day of @m 4 2003

- -
o AERTTL, .‘E&.CQ”&J. i

Agnés McCarthy .

Notary Public “ﬁ?g;;é%?g‘g”
N ~§\@ Booded T - -
This report* contams (check all Applicabléboxes)
[x] (a) Facing page.
[x] (b)  Statement of financial condition.
[x] (c¢)  Statement of income (loss).
[x] (d)  Statement of cash flows.
[x] (e)  Statement of changes in member's equity or partners' or sole
proprietor's capital.
(] (f)  Statement of changes in liabilities subordinated to claims of general creditors.
[x] (g) Computation of net capital for brokers and dealers pursuant to Rule 15¢3-1.
[] (h)  Computation for determination of reserve requirements pursuant to Rule 15¢3-3.
[ ) Information relating to the possession or control requirements for brokers and
dealers under Rule 15¢3-3.
[x] §) A reconciliation, including appropriate explanation, of the computation of net

capital under Rule 15¢3-1 and the computation for determination of the
reserve requirements under exhibit A of Rule 15¢3-3.

[] (k) A reconciliation between the audited and unaudited statements of financial
condition with respect to methods of consolidation.

[x] (1) An oath or affirmation.

[] (m) A copy of the SIPC supplemental report.

[] (n) A report describing any material inadequacies found to exist or found to have
existed since the date of the previous audit.

[x] (0)  Independent auditor's report on internal accounting control.

[] (p)  Schedule of segregation requirements and funds in segregation — customers'

regulated commodity futures account pursuant to Rule 171-5.

* For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3



PERAZA CAPITAL AND INVESTMENTS, LLC
FINANCIAL STATEMENTS
DECEMBER 31, 2002
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DOWELL &
PEREZ, PA.

REPORT OF INDEPENDENT ACCOUNTANTS

March 28, 2003

Board of Directors
Peraza Capital and Investments, LLC

We have audited the accompanying statement of financial condition of Peraza Capital and
Investments, LLG, (the Company) as of December 31, 2002, and the related statements of
income, changes in member's equity and cash flows for the period February 14, 2002 to
December 31, 2002 that you are filing pursuant to rule 17a-5 under the Securities Exchange
Act of 1934. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all matenal
respects, the financial position of Peraza Capital and Investments, LLC at December 31,
2002, and the results of its operations and its cash flows for the period February 14, 2002 to
December 31, 2002 in conformity with accounting principles generally accepted in the
United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedule I is presented for
purposes of additional analysis and is not a required part of the basic financial statements,
but is supplementary information required by rule 17a-5 under the Securities Exchange Act
of 1934. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and, in our opinion, is fairly stated in all matenal respects in
relation to the basic financial statements taken as a whole.
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Centified Public Accountants
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PERAZA CAPITAL AND INVESTMENTS, LLC
STATEMENT OF FINANCIAL CONDITION
DECMEBER 31, 2002

ASSETS

Cash

Deposits with clearing organizations

Receivable from broker-dealers and clearing organizations

Fumniture, equipment and leasehold improvements, at cost, less
accumulated depreciation of $13,500

Other assets

LIABILITIES AND MEMBER'S EQUITY

Accounts payable and accrued expenses
Payable to broker-dealers and clearing organizations

Commitments and contingencies

Member's equity

The accompanying Notes to Financial Statements
are an integral part of these financial statements.

162,828
50,000
28,868
35,096

1,088

277,880

78,244
1,791

80,035

197,845

277,880




PERAZA CAPITAL AND INVESTMENTS, LLC
STATEMENT OF INCOME

FOR THE PERIOD FEBRUAY 14, 2002 TO DECMEBER 31, 2002

Revenues
Trading losses
Interest and dividends
Commussions
Other mcome

Expenses
Employee compensation and benefits
Professional services
Communciations and data processing
Exchange and clearance fees
Interest
Other expenses

Net Loss

The accompanying Notes to Financial Statements
are an integral part of these financial statements.

$

(1,041,594)
836,135
1,846
3,530

(200,083)

432 476
159,453
71,346
18,320
7,877
71,033

760,505

$

(960,588)




PERAZA CAPITAL AND INVESTMENTS, LLC
STATEMENT OF CHANGES IN MEMBER'S EQUITY

Total
Accumulated member's
Paid-in capital Deficit equity
Capital contnibutions $ 1,158,433 $ - $ 1,158,433
Net loss (960,588) (960,588)
Balance, December 31, 2002 $ 1,158,433 $  (960,588) $ 197,845

The accompanying Notes to Financial Statements
are an integral part of these financial statements.



PERAZA CAPITAL AND INVESTMENTS, I1.C
STATEMENT OF CASH FLOWS
FOR THE PERIOD FEBRUAY 14, 2002 TO DECMEBER 31, 2002

Cash flows from operating activities:
Net Loss $  (960,588)
Adjustments to reconcile net income to net cash used in
operating activities:

Depreciation 13,500
(Increase) decrease in operating assets:
Deposits with clearing organizations and others (50,000)
Net receivable from broker-dealers and clearing organizations (27,077)
Orher assets (1,088)
Increase (decrease) in operating liabilities:
Accounts payable and accrued expenses 78,244
Net cash used in operating activities (947,009)

Cash flows from investing activities:
Purchase of fumiture and equipment (48,596)
Net cash used in nvesting activities - (48,596)

Cash flows from financing activities:

Paid-1n capital 1,158,433
Net cash from financing activities 1,158,433

Increase in cash 162,828
Cash at beginning of period -
Cash at end of the year $ 162,828

The accompanying Notes to Financial Statements
are an integral part of these financial statements.



PERAZA CAPITAL AND INVESTMENTS, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1- Business and History:

Peraza Capital and Investments, LLC (the “Company”) is a broker-dealer registered with the
Securities and Exchange Commission (SEC) and is a member of the National Association of
Securities Dealers (NASD). The Company was approved by the NASD to conduct business as a
broker-dealer effective May 22, 2002. The Company is a wholly-owned by PCI Trading, Inc.
(“Parent”).

Note 2 - Summary of Significant Accounting Policies:

Basis of Presentation

The financial statements are prepared on the accrual basis of accounting. The Company is
engaged in a single line of business as a securities broker-dealer, which comprises several classes
of services, including principal transactions, agency transactions and investment advisory.

Securnties Transactions

Proprietary securities transactions in regular-way trades are recorded on the trade date, as if they
had settled. Profit and loss arising from all securities transactions entered into for the account
and risk of the Company are recorded on a trade date basis. Customers' securities transactions
are reported on a settlement date basis with related commission income and expenses reported
on a trade date basis.

Amounts receivable and payable for secunties transactions that have not reached their
contractual settlement date are recorded net on the statement of financial condition.

Marketable securities are valued at market value, and securities not readily marketable are valued
at fair value as determined by management.

Resale and Repurchase Agreements

Transactions involving purchases of securities under agreements to resell (reverse repurchase
agreements or reverse repos) or sales of securities under agreements to repurchase (repurchase
agreements or repos) are accounted for as collateralized financings except where the Company
does not have an agreement to sell (or purchase) the same or substantially the same securities
before maturity at a fixed or determinable price. It is the policy of the Company and subsidiaries
to obtain possession of collateral with a market value equal to or in excess of the principal
amount loaned under resale agreements. Collateral is valued daily, and the Company may require
counterparties to dep051t additional collateral or return collateral pledged when appropnate.



Securities-Lending Activities

Securities borrowed and securities loaned transactions are generally reported as collateralized
financings except where letters of credit or other securities are used as collateral. Securities-
borrowed transactions require the Company to deposit cash, letters of credit, or other collateral
with the lender. With respect to securities loaned, the Company receives collateral in the form of
cash or other collateral in an amount generally in excess of the market value of securities loaned.
The Company monitors the market value of securities borrowed and loaned on a daily basis,
with additional collateral obtained or refunded as necessary.

Collateral

The Company continues to report assets it has pledged as collateral in secured borrowing and
other arrangements when the secured party cannot sell or repledge the assets.

Commussions

Commissions and related clearing expenses are recorded on a trade-date basis as securities
transactions occur.

Investment Advisory Income

Investment advisory fees are received quarterly but are recognized as eamed on a pro rata basis
over the term of the contract.

Income Taxes

The accompanying financial statements do not reflect any tax provision as the Company is a
Limited Liability Company. All tax consequences of the Company are recognized by the Parent.

Depreciation
Depreciation is provided on a straight-line basis using estimated useful lives of three years.

Statement of Cash Flows

For purposes of the Consolidated Statement of Cash Flows, the Company has defined cash
equivalents as highly liquid investments, with original maturities of less than ninety days, that are
not held for sale n the ordinary course of business.



Note 3 - Receivable From and Payable to Broker-Dealers and Clearing Organizations:

The Company clears all of its customer transactions through another broker-dealer on a fully
disclosed basis. Amounts recevable from and payable to broker-dealers and. clearing
organizations at December 31, 2002, were $28,868 and $1,791, respectively.

Note 4 - Loans:

There were no significant margin loans by the Company or customers of the Company at
December 31, 2002.

Note 5 - Concentrations of Credit Risk:

The Company engages in various trading and brokerage activities in which counterparties
pnmanly include broker-dealers, banks, and other financial mstitutions. In the event
counterparties do not fulfill their obligations, the Company may be exposed to risk. The risk of
default depends on the creditworthiness of the counterparty or issuer of the instrument. It is the
Company's policy to review, as necessary, the credit standing of each counterparty.

Note 6 - Commitments and Contingent Liabilities:

The Company entered into a management agreement with the Parent effective October 1, 2002.
Under the terms of the agreement, the Parent will pay and manage all expenses related to the
daily operations of the Company. The Company is directly liable only for annual audit fees,
registration fees, costs related to the Company’s fidelity bond and payroll costs. The agreement
is for a peniod of 12 months with a monthly management fee of $15,000 per month. If the
management fee should cause the Company to violate the provisions of the net capital rule as
discussed in Note 7, then under the terms of the agreement, the Parent will waive the monthly
fee as necessary.

Note 7 - Net Capital Requirements:

The Company is subject to the Securities and Exchange Commuission Uniform Net Capital Rule
(SEC rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At
December 31, 2002, the Company had net capital of $161,361 which was $61,361 in excess of its
required net capital of $100,000. The Company's net capital ratio was approximately .5 to 1.
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Independent Auditor's Report on Supplementary Information
Required by Rule 17a-5 of the Secunties and Exchange Commission

March 28, 2003

Board of Directors
Peraza Capital and Investments, LLC

We have audited the accompanying financial statements of Peraza Capital and Investments,
LLC as of and for period February 14, 2002 to December 31, 2002, and have issued our
report thereon dated March 28, 2003. Our audit was conducted for the purpose of forming
an opinion on the basic financial statements taken as a whole. The information contained in
Schedule I is presented for purposes of additional analysis and is not a required part of the
basic financial statements, but is supplementary information required by rule 17a-5 under the
Securities Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, 1s fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

Danll l 72y 74

Certified Public Accotintants
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SCHEDULE I

PERAZA CAPITAL AND INVESTMENTS, LLC

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF

SECURITES AND EXCHANGE COMMISSION

DECMEBER 31, 2002

Net Capital
Less nonallowable assets
Furniture and equipment
Other assets
Net Capital before haircuts on securities positions

Less haircut on money market account
Net Capital

Aggregate Indebtedness
Accounts payable and accrued expenses
Payable to broker-dealers and clearing organizations

Computation of basic net capital requirement
Net Capital per above
Minimun net capital required

Excess net capital

Ratio: Aggregate indebtedness to net capital

Reconciliation with Company's computation as included in

Part I of Form X-17A-5 as of December 31, 2002

Net Capital, as reported in Company's Part II Focus report

Accrued expenses not reported
Net Capital per above

197,845

35,096
1,088

161,661
300

161,361

78,244
1,791

80,035

161,361
100,000

61,361

0.496

211,551
(50,190)

161,361

The accompanying Notes to Financial Statements
are an integral part of these financial statements.
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REPORT OF INDEPENDENT ACCOUNTANTS

March 28, 2003

Board of Directors
Peraza Capital and Investments, LLC:

In planning and performing our audit of the financial statements and supplemental schedule
of Peraza Capital and Investments, LLC (the Company), for the year ended December 31,
2002, we considered its intemal control, including control activities for safeguarding
securities, in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on internal control.

Also, as required by rule 17a—5(g)(1) of the Secunities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company including tests
of such practices and procedures that we considered relevant to the objectives stated in rule
17a-5(g) in making the periodic computations of aggregate indebtedness (or aggregate debits)
and net capital under rule 17a-3(2)(11) and for determining compliance with the exemptive
provisions of rule 15¢3-3. Because the Company does not carry secunties accounts for
customers or perform custodial functions relating to customer securities, we did not review
the practices and procedures followed by the Company in any of the following:

L. Making quarterly securities examinations, counts, verifications, and comparisons

2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Govemors of the Federal Reserve
System

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In fulfilling
this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of controls and of the practices and procedures referred
to in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the SEC's above-mentioned objectives. Two of the objectives of internal
control and the practices and procedures are to provide management with reasonable but
not absolute assurance that assets for which the Company has responsibility are safeguarded
against loss from unauthorized use or disposition and that transactions are executed in
accordance with management's authorization and recorded properly to permit the
preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in
the preceding paragraph.

201 EAST KENNEDY BLVD. - SUITE 1950 - TaMPA FL 33602 - PH:&13.221.2411- FX:813.221.2711 - WAV DOWELLPEREZ COM



Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of
them to future periods is subject to the nsk that they may become inadequate because of
changes in conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of intemal control would not necessarily disclose all matters 1n internal
control that might be material weaknesses under standards established by the American
Institute of Centified Public Accountants. A material weakness is a condition in which the
design or operation of the specific internal control components does not reduce to a
relatively low level the nsk that error or fraud in amounts that would be matenial in relation
to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. However,
we noted no matters involving internal control, including control activities for safeguarding
secunties, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding and
on our study, we believe that the Company's practices and procedures were adequate at
December 31, 2002, to meet the SEC's objectives.

This report 1s intended solely for the information and use of the Board of Directors,
management, the SEC, the NASD and other regulatory agencies that rely on rule 17a-5(g)
under the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone other than these
specified parties.
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Certified Public Accountants



